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TI TLE 26--1 NTERNAL REVENUE CODE
Subtitle A--lncome Taxes
CHAPTER 1-- NORVAL TAXES AND SURTAXES
Subchapt er B--Conmputation of Taxable Incone
PART I1--1TEMS SPECI FI CALLY | NCLUDED | N GROSS | NCOVE

Sec. 79. Goup-termlife insurance purchased for enployees

(a) General rule

There shall be included in the gross incone of an enpl oyee for the
taxabl e year an ampunt equal to the cost of group-termlife insurance on
his |life provided for part or all of such year under a policy (or
policies) carried directly or indirectly by his enployer (or enployers);
but only to the extent that such cost exceeds the sum of --

(1) the cost of $50,000 of such insurance, and
(2) the anmpunt (if any) paid by the enployee toward the purchase
of such insurance.

(b) Exceptions

Subsection (a) shall not apply to--

(1) the cost of group-termlife insurance on the life of an
i ndi vi dual which is provided under a policy carried directly or
indirectly by an enployer after such individual has ternminated his
enpl oyment with such enployer and is disabled (within the nmeaning of
section 72(m (7)),

(2) the cost of any portion of the group-termlife insurance on
the life of an enployee provided during part or all of the taxable
year of the enployee under which--

(A) the enployer is directly or indirectly the beneficiary,
or

(B) a person described in section 170(c) is the sole
beneficiary,

for the entire period during such taxable year for which the
enpl oyee receives such insurance, and

(3) the cost of any group-termlife insurance which is provided
under a contract to which section 72(m (3) applies.

(c) Determ nation of cost of insurance

For purposes of this section and section 6052, the cost of group-
terminsurance on the Iife of an enpl oyee provided during any period



shall be determ ned on the basis of uniform prem ums (conputed on the
basi s of 5-year age brackets) prescribed by regul ations by the
Secretary.

(d) Nondi scrimnation requirenments
(1) I'n genera

In the case of a discrimnatory group-termlife insurance plan--
(A) subsection (a)(1l) shall not apply with respect to any
key enpl oyee, and
(B) the cost of group-termlife insurance on the life of any
key enpl oyee shall be the greater of--
(i) such cost determ ned without regard to subsection
(c), or
(ii) such cost determned with regard to subsection (c).

(2) Discrimnatory group-termlife insurance plan

For purposes of this subsection, the term  “discrimnatory
group-termlife insurance plan'' neans any plan of an enployer for
providing group-termlife insurance unless--

(A) the plan does not discrimnate in favor of key enpl oyees
as to eligibility to participate, and

(B) the type and amount of benefits avail able under the plan
do not discrimnate in favor of participants who are key

enpl oyees.

(3) Nondiscrimnatory eligibility classification
(A) In genera

A plan does not neet requirenments of subparagraph (A) of
par agraph (2) unless--

(i) such plan benefits 70 percent or nore of al
enpl oyees of the enployer,

(ii) at least 85 percent of all enployees who are
partici pants under the plan are not key enpl oyees,

(iii) such plan benefits such enpl oyees as qualify under
a classification set up by the enployer and found by the
Secretary not to be discrimnatory in favor of key
enpl oyees, or

(iv) in the case of a plan which is part of a cafeteria
pl an, the requirenents of section 125 are net.

(B) Exclusion of certain enployees

For purposes of subparagraph (A), there nay be excluded from
consi derati on- -

(i) enpl oyees who have not conpleted 3 years of service;

(ii) part-tinme or seasonal enployees;

(iii) enployees not included in the plan who are
included in a unit of enployees covered by an agreenent
bet ween enpl oyee representati ves and one or nore enpl oyers
which the Secretary finds to be a collective bargaining
agreenent, if the benefits provided under the plan were the
subj ect of good faith bargaining between such enpl oyee



representatives and such enpl oyer or enployers; and

(iv) enmpl oyees who are nonresident aliens and who
receive no earned inconme (within the meaning of section
911(d)(2)) fromthe enpl oyer which constitutes incone from
sources within the United States (within the neaning of
section 861(a)(3)).

(4) Nondiscrimnatory benefits

A plan does not neet the requirenments of paragraph (2)(B) unless
all benefits available to participants who are key enpl oyees are
available to all other participants.

(5) Special rule

A plan shall not fail to neet the requirenents of paragraph
(2)(B) nerely because the amobunt of |ife insurance on behalf of the
enpl oyees under the plan bears a uniformrelationship to the tota
conpensation or the basic or regular rate of conpensation of such
enpl oyees.

(6) Key enpl oyee defined

For purposes of this subsection, the term  "~key enployee'' has
the neaning given to such term by paragraph (1) of section 416(i).
Such term al so i ncludes any former enpl oyee if such enpl oyee when he
retired or separated from service was a key enpl oyee

(7) Exenption for church plans
(A) In genera

Thi s subsection shall not apply to a church plan mai ntai ned
for church enpl oyees.

(B) Definitions

For purposes of subparagraph (A), the terns "~ church plan'
and "~ church enployee'' have the neaning given such terns by
par agraphs (1) and (3)(B) of section 414(e), respectively,
except that--

(i) section 414(e) shall be applied by substituting
““section 501(c)(3)'" for "“section 501'' each place it
appears, and

(ii) the term  “church enployee'' shall not include an
enpl oyee of --

(1) an organi zati on described in section
170(b) (1) (A)(ii) above the secondary school |evel (other
than a school for religious training),

(I'l') an organi zati on described in section
170(b) (1) (A (iii), and

(I'1'l) an organi zation described in section
501(c)(3), the basis of the exenption for which is
substantially simlar to the basis for exenption of an
organi zati on described in subclause (I1).

(8) Treatnent of former enpl oyees



To the extent provided in regulations, this subsection shall be
applied separately with respect to former enpl oyees.

(e) Enpl oyee includes former enployee

For purposes of this section, the term  ~enployee'' includes a
former enpl oyee.

(Added Pub. L. 88-272, title Il, Sec. 204(a)(1), Feb. 26, 1964, 78 Stat.
36; amended Pub. L. 89-97, title |, Sec. 106(d)(3), July 30, 1965, 79
Stat. 337; Pub. L. 94-455, title XX, Sec. 1906(b)(13)(A), Oct. 4, 1976,

90 Stat. 1834; Pub. L. 97-248, title Il, Sec. 244(a), Sept. 3, 1982, 96
Stat. 523; Pub. L. 98-369, div. A title Il, Sec. 223(a), (b), July 18,
1984, 98 Stat. 775; Pub. L. 99-514, title XlI, Sec. 1151(c)(1), title
XVIIl, Sec. 1827(a)(1l), (c), (d), Cct. 22, 1986, 100 Stat. 2503, 2850,
2851; Pub. L. 100-647, title V, Sec. 5013(a), Nov. 10, 1988, 102 Stat.
3666; Pub. L. 101-140, title Il, Sec. 203(a)(1), (b)(1)(A), Nov. 8,

1989, 103 Stat. 830, 831; Pub. L. 101-508, title XI, Sec. 11703(e)(1),
Nov. 5, 1990, 104 Stat. 1388-517.)

Anmendnent s

1990- - Subsec. (d)(6). Pub. L. 101-508 substituted " “any forner
enpl oyee'' for ““any retired enpl oyee''

1989- - Subsec. (d). Pub. L. 101-140, Sec. 203(a)(1l), anmended subsec.
(d) to read as if anmendments by Pub. L. 99-514, Sec. 1151(c)(1), had not
been enacted, see 1986 Amendnment note bel ow

Subsec. (d)(7). Pub. L. 101-140, Sec. 203(b)(1)(A), anmended par. (7)
generally. Prior to amendnent, par. (7) read as follows: “~“All enployees
who are treated as enployed by a single enployer under subsection (b),
(c), or (m of section 414 shall be treated as enpl oyed by a single
enpl oyer for purposes of this section.'

1988- - Subsec. (c). Pub. L. 100-647 struck out at end "~ "In the case
of an enpl oyee who has attained age 64, the cost prescribed shall not
exceed the cost with respect to such individual if he were age 63.'

1986- - Subsec. (d). Pub. L. 99-514, Sec. 1151(c)(1l), anmended subsec.

(d) generally, substituting ~"In the case of a group-termlife insurance
plan which is a discrimnatory enpl oyee benefit plan, subsection (a)(1)
shall apply only to the extent provided in section 89.'" for provisions

formerly designated as pars. (1)(A) and (B) that in the case of a
discrimnatory group-termlife insurance plan subsec. (a)(1) shall not
apply with respect to any key enployee and the cost of group-termlife
i nsurance on the life of any key enployee shall be determ ned w thout
regard to subsec. (c), and striking out pars. (2) to (7) relating to
classifications and eligibility classifications of nondiscrimnatory
pl ans.

Subsec. (d)(1)(B). Pub. L. 99-514, Sec. 1827(a)(1), amended subpar
(B) generally. Prior to amendnment, subpar. (B) read as follows: "~ “the
cost of group-termlife insurance on the |life of any key enpl oyee shal
be determ ned without regard to subsection (c).'

Subsec. (d)(6). Pub. L. 99-514, Sec. 1827(c), struck out ", except
t hat subparagraph (A)(iv) of such paragraph shall be applied by not
taking i nto account enpl oyees described in paragraph (3)(B) who are not
participants in the plan'' fromfirst sentence and inserted provision
that such term also includes any retired enployee if such enpl oyee when



he retired or separated from service was a key enpl oyee.

Subsec. (d)(8). Pub. L. 99-514, Sec. 1827(d), added par. (8).

1984- - Subsec. (b)(1). Pub. L. 98-369, Sec. 223(a)(2), struck out
““either has reached the retirenent age with respect to such enpl oyer
or'' before "“is disabled"'

Subsec. (d)(1). Pub. L. 98-369, Sec. 223(b), designated existing
provi si ons as subpar. (A) and added subpar. (B).

Subsec. (e). Pub. L. 98-369, Sec. 223(a)(1), added subsec. (e).

1982- - Subsec. (d). Pub. L. 97-248 added subsec. (d).

1976- - Subsec. (c). Pub. L. 94-455 struck out "~ “or his del egate’
after ~“Secretary''.

1965-- Subsec. (b)(1). Pub. L. 89-97 substituted " “section 72(m(7)'
for " paragraph (3) of section 213(g), determ ned wi thout regard to
paragraph (4) thereof'"’

Ef fecti ve Date of 1990 Anmendnent

Section 11703(e)(2) of Pub. L. 101-508 provided that: " The
anmendnent made by paragraph (1) [anmending this section] shall apply to
enpl oyees separating from service after the date of the enactnment of
this Act [Nov. 5, 1990]."''

Ef fecti ve Date of 1989 Anendnent

Section 203(c) of Pub. L. 101-140 provided that: " The anmendnents
made by this section [amending this section and sections 105, 117, 120,
125, 127, 129, 132, 162, 401, 414, 505, 3121, 3231, 3306, 3401, 4976,
and 6652 of this title, section 409 of title 42, The Public Health and
Wel fare, and provisions set out as notes under sections 89 and 3121 of
this title] shall take effect as if included in section 1151 of the Tax
Reform Act of 1986 [Pub. L. 99-514, see section 1151(k) set out
bel ow] . "'

Ef fective Date of 1988 Anmendnent

Section 5013(b) of Pub. L. 100-647 provided that: " The amendnent
made by subsection (a) [amending this section] shall apply to taxable
years begi nning after Decenber 31, 1988.°'

Ef fecti ve Date of 1986 Anmendnent

Section 1151(k) of Pub. L. 99-514, as anended by Pub. L. 100-647,
title I, Sec. 1011B(a)(25), (26), Nov. 10, 1988, 102 Stat. 3486,
provi ded that:

"7(1) In general.--The amendments nade by this section [enacting
section 89 of this title and anending this section and sections 105,
106, 117, 120, 125, 127, 129, 132, 414, 505, 6039D, and 6652 of this
title] shall apply to years beginning after the |later of--

" (A) Decenmber 31, 1987, or
"7 (B) the earlier of--

“T(i) the date which is 3 nonths after the date on which the
Secretary of the Treasury or his del egate i ssues such
regul ati ons as are necessary to carry out the provisions of



section 89 of the Internal Revenue Code of 1986 (as added by
this section), or
“T(ii) Decenber 31, 1988.

Notwi t hst andi ng the precedi ng sentence, the amendnents nade by
subsections (e)(1) and (i)(3)(C [anending section 414 of this title]
shall, to the extent they relate to sections 106, 162(i)(2), and 162(k)
of the Internal Revenue Code of 1986, apply to years beginning after
1986.

"7 (2) Special rule for collective bargaining plan.--In the case of a
pl an mai ntai ned pursuant to 1 or nore collective bargai ni ng agreenents
bet ween enpl oyee representatives and 1 or nore enployers ratified before
March 1, 1986, the amendnments made by this section [enacting section 89
of this title and anmending this section and sections 105, 106, 117, 120,
125, 127, 129, 132, 414, 505, 6039D, and 6652 of this title] shall not
apply to enpl oyees covered by such an agreenment in years begi nning
before the earlier of--

" (A) the date on which the I ast of such collective bargaining
agreenents term nates (deternm ned without regard to any extension

t hereof after February 28, 1986), or

T (B) January 1, 1991
A plan shall not be required to take into account enployees to which the
precedi ng sentence applies for purposes of applying section 89 of the
I nternal Revenue Code of 1986 (as added by this section) to enpl oyees to
whi ch the precedi ng sentence does not apply for any year preceding the
year described in the precedi ng sentence.

"7 (3) Exception for certain group-terminsurance plans.--1n the case
of a plan described in section 223(d)(2) of the Tax Reform Act of 1984
[section 232(d)(2) of Pub. L. 98-369, set out as an Effective Date of
1984 Amendment note below], such plan shall be treated as neeting the
requi rements of section 89 of the Internal Revenue Code of 1986 (as
added by this section) with respect to individuals described in section
223(d) (2) of such Act. An enployer may elect to disregard such
i ndi viduals in applying section 89 of such Code (as so added) to other
enpl oyees of the enpl oyer.

" (4) Special rule for church plans.--1n the case of a church plan
(within the nmeani ng of section 414(e)(3) of the Internal Revenue Code of
1986) mmi ntai ning an insured accident and health plan, the amendnents
made by this section [enacting section 89 of this title and anendi ng
this section and sections 105, 106, 117, 120, 125, 127, 129, 132, 414,
505, 6039D, and 6652 of this title] shall apply to years beginning after
December 31, 1988.

"7 (5) Cafeteria plans.--The amendnments nmade by subsection (d)(2)

[ amendi ng sections 3121 and 3306 of this title and section 409 of Title
42, The Public Health and Welfare] shall apply to taxable years
begi nni ng after December 31, 1983.

"7 (6) Certain plans maintained by educational institutions.--If an
educational organization described in section 170(b)(1)(A)(ii) of the
I nternal Revenue Code of 1986 makes an el ection under this paragraph
with respect to a plan described in section 125(c)(2)(C) of such Code,
the anmendnents made by this section shall apply with respect to such
pl an for plan years beginning after the date of the enactnent of this
Act [Cct. 22, 1986].'

Section 1827(a)(2) of Pub. L. 99-514 provided that: " The amendnent
made by paragraph (1) [amending this section] shall apply to taxable
years ending after the date of the enactnent of this Act [Oct. 22,
1986] .

Amendrent by section 1827(c), (d) of Pub. L. 99-514 effective,



except as otherwi se provided, as if included in the provisions of the
Tax Reform Act of 1984, Pub. L. 98-369, div. A to which such amendment
rel ates, see section 1881 of Pub. L. 99-514, set out as a note under
section 48 of this title.

Ef fecti ve Date of 1984 Anendnent

Section 223(d) of Pub. L. 98-369, as anmended by Pub. L. 99-514,

Sec. 2, title XVIIl, Sec. 1827(b), Cct. 22, 1986, 100 Stat. 2095, 2850,
provi ded that:

"7(1) In general.--Except as provided in paragraph (2), the
amendnents made by this section [anmending this section and section 83 of
this title] shall apply to taxable years beginning after Decenber 31,
1983.

"7 (2) Inclusion of former enployees in the case of existing group-
terminsurance plans.--

""(A) In general.--The anendnents nade by subsection (a)

[amendi ng this section] shall not apply--

""(i) to any group-termlife insurance plan of the enployer
in exi stence on January 1, 1984, or

"T(ii) to any group-termlife insurance plan of the enpl oyer
(or a successor enployer) which is a conparable successor to a
pl an described in clause (i),

but only with respect to an individual who attained age 55 on or

before January 1, 1984, and was enpl oyed by such enpl oyer (or a

predecessor enployer) at any tinme during 1983. Such anendnents al so

shall not apply to any enpl oyee who retired from enpl oynent on or
before January 1, 1984, and who, when he retired, was covered by the
pl an (or a predecessor plan).

"T(B) Special rule in the case of discrimnatory group-termlife

i nsurance plan.--1n the case of any plan which, after Decenber 31,

1986, is a discrimnatory group-termlife insurance plan (as defined

in section 79(d) of the Internal Revenue Code of 1986 [fornmerly

I. R C. 1954]), subparagraph (A) shall not apply in the case of any

i ndi vidual retiring under such plan after Decenber 31, 1986.

"7 (C) Benefits to certain retired individuals not taken into
account for purposes of determ ning whether plan is

di scrimnatory.--For purposes of determ ning whether a plan

described in subparagraph (A) neets the requirenents of section

79(d) of the Internal Revenue Code of 1986 with respect to group-

termlife insurance for fornmer enpl oyees, coverage provided to

enpl oyees who retired on or before Decenmber 31, 1986, may, at the

enpl oyer's el ection, be disregarded.

" (D) Conparabl e successor plans.--For purposes of subparagraph

(A), a plan shall not fail to be treated as a conparabl e successor

to a plan described in subparagraph (A)(i) with respect to any

enpl oyee whose benefits do not increase under the successor plan.’

Ef fecti ve Date of 1982 Anendnent

Section 244(b) of Pub. L. 97-248 provided that: " The anendnment nade
by subsection (a) [amending this section] shall apply to taxable years
begi nni ng after Decenmber 31, 1983.°



Ef fective Date of 1965 Anmendnent

Amendment by Pub. L. 89-97 applicable to taxable years beginning
after Dec. 31, 1966, see section 106(e) of Pub. L. 89-97, set out as a
note under section 213 of this title.

Ef f ecti ve Date

Section 204(d) of Pub. L. 88-272, as amended by Pub. L. 99-514,
Sec. 2, Qct. 22, 1986, 100 Stat. 2095, provided that: ~ The anmendnents
made by subsections (a) [anmending this section and section 7701 of this
title] and (c) [anending sections 6052 and 6678 of this title] and
paragraph (3) of section 6652(a) of the Internal Revenue Code of 1986
[formerly I.R C. 1954] (as anended by section 221(b)(2) of this Act),
shall apply with respect to group-termlife insurance provided after
Decenmber 31, 1963, in taxable years ending after such date. The
anmendnents nmade by subsection (b) [anmendi ng section 3401 of this title]
shall apply with respect to renuneration paid after Decenmber 31, 1963,
in the formof group-termlife insurance provided after such date. In
applying section 79(b) of the Internal Revenue Code of 1986 (as added by
subsection (a)(1) of this section) to a taxable year begi nning before
May 1, 1964, if paragraph (2)(B) of such section applies with respect to
an enpl oyee for the period beginning May 1, 1964, and ending with the
close of his first taxable year ending after April 30, 1964, such
paragraph (2)(B) shall be treated as applying with respect to such
enpl oyee for the period beginning January 1, 1964, and ending April 30,
1964. "'

Nonenf orcenent of Amendnent Made by Section 1151 of Pub. L. 99-514 for
Fi scal Year 1990

No noni es appropriated by Pub. L. 101-136 to be used to inplenent or
enforce section 1151 of Pub. L. 99-514 or the anendnents made by such
section, see section 528 of Pub. L. 101-136, set out as a note under
section 89 of this title.

Pl an Amendnents Not Required Until January 1, 1989

For provisions directing that if any anendnents made by subtitle A
or subtitle C of title XI [Secs. 1101-1147 and 1171-1177] or title XV
[ Secs. 1800-1899A] of Pub. L. 99-514 require an anendnent to any plan
such plan amendnment shall not be required to be made before the first
pl an year beginning on or after Jan. 1, 1989, see section 1140 of Pub
L. 99-514, as anended, set out as a note under section 401 of this
title.

Section Referred to in O her Sections

This section is referred to in sections 83, 125, 414, 505, 861
6039D, 6052, 7701 of this title.



